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BY COURIER

William F. Caton, Secretary EX PARTE
Federal Communications Commission PRESENTATION
1919 M Street, NW, Room 222

Washington, DC 20554

Re: Implementation of the Pay Telephone Reclassification and
Compensation Provisions of the Telecommunications Act

of 1996, CC Docket No, 96-128

Dear Mr. Caton:

On behalf of the American Public Communications Council (APCC), we submit
the following written ex parte presentation concerning estimated savings to long distance
carriers and customers from removal of LEC payphones from regulated accounts. I would
ask that you include these materials in the record of this proceeding.

Assessments of the overall impact of payphone compensation on long distance
rates must take account of the savings to long distance carriers and their customers from
removal of LEC payphones from regulated accounts. The total savings to interstate long
distance customers from removing the payphone operations from the interstate CCL access
charges can be conservatively estimated using data obtained from the 1995 Preliminary
Statistics of Common Carriers (SOCC). Table 2.12 of the 1995 Preliminary SOCC
reported total carrier common line revenue for all reporting LECs for the year 1995 as
$10,738,000,000. The payphone-attributed portion of this total can be estimated by
taking the ratio of payphone-attributed revenue requirement to the total revenue
requirement for the CCL charge. As described below, this ratio is estimated to be 3.32%.
The revenue requirement attributed to the payphone piece of the CCL charge is
determined by adding a rate of return on the payphone investment plus the associated
taxes, to the operating expenses allocated to payphone CCL charge. This information,
except the return, can be found on Table 2.12 of the 1995 Preliminary SOCC. The pretax
return is estimated to be 15.5% using a 60% equity ratio and a 40% debt ratio with cost
rates of 12.5% for equity and 8.5% for debt. The combined state and federal income tax
rate is estimated at 37.25%. The same calculations can be performed for the total
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CCL-related plant and expense. The payphone revenue requirement is estimated at
$357,817,000 and the total CCL revenue requirement is estimated at $10,771,508,000.
Dividing the payphone revenue requirement by the total CCL revenue requirement
produces a ratio of 3.32%. Multiplying 3.32% times the total CCL revenue of
$10,738,000,000 indicates that interstate customers will save approximately $356,502,000,

at minimum, once the payphone investment and expenses are removed from the CCL
charge.

Section 276 of the Act also requires that intrastate payphone subsidies be
removed, including subsidies from the access charges paid by IXCs and from the MTS rates
paid by LECs' long distance customers. The effect on intrastate toll rates of removing the
payphone operations from the intrastate operations of LEC companies is estimated below
using two methods. Each approach assumes that the intrastate long distance subsidy for
LEC payphones is proportionate to the interstate subsidy. Under the first method, the
interstate CCL payphone savings is compared to the total interstate revenue for all
reporting LECs. This ratio, 1.6%", is then applied to total intrastate toll and access revenue
of $17,717,842,000 to estimate the intrastate reduction in access charges and MTS rates.

This calculation indicates that the intrastate access charges and toll rates would be reduced
by $283,485,000.

Under the second method, the ratio of the number of intralLATA toll calls and
interLATA intrastate toll calls to interLATA interstate toll calls is used to estimate the
impact on intrastate toll rates and access charges. Applying this ratio of 85.77%’ to the

interstate CCL payphone revenue requirement savings of $356,502,000 produces intrastate
savings of $305,772,000.

Although these estimates are calculated using two independent methods, there is
only a 7% difference between them. It would be reasonable to conclude that the intrastate
savings associated with removal of the payphone operations from intrastate CCL charges

and toll rates would produce savings between $283,485,000 and $305,772,000 -- for an
average of $294,629,000.

1

Calculated as follows: ($356,502,000 Payphone Interstate CCL Access Charge
Savings)/($22,244,158,000 Interstate Access Charges) -- 1.60%.

2 Calculated as follows: (23,312,130 IntraLATA Toll Calls + 20,102,505

InterLATA intrastate Toll Calls)/(50,615,536 InterLATA interstate Toll Calls)=85.77%.
See Table 2.10 of the 1995 Preliminary SOCC.
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Combining the interstate and intrastate estimates results in total estimated
savings for long distance carriers and customers of roughly $650,000,000 annually.

If you have any questions concerning this matter, please contact me at (202)
828-2226.

Thank you for your consideration.

Sincerely,

Hdet o 4 (3

Albert H. Kramer

AHK/nw

cc: J. Muleta R. Spangler
M. Carowitz R. Baca
M. Richards D. Gonzalez
J. Casserly J. Nakahata
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Calculations of I CCLA Charge Savings (SOCC Table 2,12

Payphone Total

Expenses $301,391,000 $ 7,963,380,000

Investment $923,040,000 $38,334,129,000
Less Reserves $559,002,000 $20,217,170,000
Net Investment $364,038,000 $18,116,959,000
Pre-Tax Return 15.5% 15.5%
Return Plus Taxes $ 56,426,000 $ 2,808,128,000
Return Plus Expenses $357,817,000 $10,771,508,000

Payphone as a Percent of Total: $357,817,000,/$10,771,508,000=3.32%
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TABLE 2.92- JURISDICTIONAL STATIBTICS OF TELEPHONE CARRIERS REPORTING QUARTERLY TO THE COMMISEION
AS OF DECEMBER 31,1908 AND FOR THE VEAR THEN ENOED - CONYINUED
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TABLE 2.(0-0PERATING STARREESSINA R ITA BOIAAN ROOMMG MALTIONS Q@NMANRARRER BECRMBER 31, 1886-CONTI 1

ALL SEVEN OTHER AM AM
4 REPORTING |2 REGIONAL |3 REPORTING |4
LOCAL sELL LOCAL ILLINOIS BELL | INDIANA BELL
ITEMS EXCHANGE OPERATING | EXCHANGE |TELEPHONE CO,|TELEPHONE CO.)
COMPANIES | COMPANIEE | COMPANIES NG,
LOCAL CALLS 484,195,345 | 409,383,709 | 74,811,545 | 10,089,224 6,880,993
INTRALATA TOLL CALLS COMPLETED (ORIGINATING) 23,312,130 | 18,866,885 4,625,235 265,756 186,388
WTERLATA TOLL CALLS COMPLETED: INTERSTATE 50,615,538 | 39,062,400 | 10,853,135 1,798,084 552,657
(ORIGINATING) INTRASTATE 20,102,505 | 14,946,034 | 5,156471 508,937 253,023
TOTAL 70,718,043 | 54,808,433 | 16,100,610 2,307,921 805,880
INTERLATA BILLED ACCESS MINUTES: INTERSTATE 405,579,546 | 332,335,499 | 73,244,047 | 15,147,642 4,859,132
(ORIGINATING AND TERMINATING)  INTRASTATE 144,402,717 | 112,348,660 | 32,056,057 4,028,400 1,928,596
TOTAL 549,982,267 | 444,682 159 | 105,300,108 | 19,176,042 6,587,728

NOTES FOR TABLE 2.10

CODE LETTERS ARE SHOWN ABOVE THE NAME OF EACH COMPANY OWNED OR CONTROLLED BY A HOLOING COMPANY AS OF DECEMBER 31, 1988,
NAME OF COMPANY

AMERITECH CORPORATION

BELL ATLANTIC CORPORATION

BELLSOUTH CORPORATION
NYNEX CORPORATION
PACIFIC TELESIE GROUP
SBC COMMUNICATIONS INC.

U S WEST, INC.

ALLTEL CORPORATION
GTE CORPORATION

PUERTYO RICO TELEPHONE AUTHORITY
SPRINT CORPORATION

ALL OTHERS THAT ARE PART OF A HOLDING COMPANY GRO

oegorzg =agk §

SOURCE: ANNUAL ARMIS (AUTOMATED REPORTING MANAGEMENT INFORMATION SYSTEM) OPERATING DATA REPORTS (FCC REPORT 43-08) OF R
LOCAL EXCHANGE CARRIERS.

NOTE — CERTAIN DATA PERTAINING TO THE CARRIERS INCLUDED IN THIS TABLE ARE UNAVAILABLE, WHERE SUCH I8 THE CASE, THE SPACE PROV
WNFORMATION HAS BEEN LEFT BLANK, AS DISTINGUISHED FROM INSERTION OF A ZERO, WHICH MEANS THAT NONE WAS REPORTED.

~ DETAL MAY NOT MATCH TOTALS BECAUSE OF NECESSARY ROUNDINGS.

— UNLESS OTHERWISE STATED, OUTSIDE PLANT STATISTICS INCLUDE LOCAL LOOP AND INTEROFFICE FACILITIES. A CABLE CONTAINING ON
COAXIAL OR OTHER METALLIC CONDUCTORS IS CLASSIFIED AS COPPER, BUT A CABLE CONTAINING BOTH COPPER AND FIBER IS CLASS!

- IOLOMETERS EQUALS TOTAL MILES MULTIPLIED BY 1.6093 AND THEN ROUNDED YO THE NEAREST WHOLE NUMBER, NON-ZERO ENTRIES L

1 KILOMETER ARE REPORTED AS 1 YOLOMETER.

~ ACCESS LINES INCLUDE WATS AND WATS-LIKE ACCESS LINES, AND 800 AND 800-LIKE ACCESS LINES, BUT NOT OFFICIAL/ICOMPANY CIRCUIT
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TABLE 2.12 - JURISDICTIONAL STATISTICS OF TELEPHONE CARRIERS REPORTING QUARTERLY TO THE COMMIBBION

ACADIAN CONSULTING

AS OF DECEMBER 31, 1805 AND FOR THE YEAR TMEM ENDED

18
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11| 1150  CUSTOMER OPERATIONS - SERVICES 9,008,728
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13| 1170  ACCESS 1,900,973
14] 1180  DEPRECIATION / AMORTIZATION | Tesse0
18| 1190  TOTAL OPERATING EXPENSES | ngwsn
101 1200  OTHER OPERATING INCOME / LOSSES C— oan
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17| 1920 JURISOICTIONAL OV I (298,062)
10 1330 EXTRAORDINARY ITEMS {197,343)
1 1300  ALLOWANCE FOR FUNDE LUSED 108,265
DURING CONSTRUCTION
20 1330  SPECIAL CHARGES 384,081
29 130  ALL OTHER NON-OPERATING ITEMS 2816,470
22 1350  TOTAL NON-OPSRATING ITGMS (2.223,22¢)
OTHER TAXES
28 W0 STATE AND LOCAL INCOME 84,208
24 1420  OTHER STATE ANDLOCAL 4§T1.T38
2 140 TOTAL OTHER TAXES 5,202,541
26 1%0  NGT FEDEMAL INCOME TAX 821,04
SELECTED BALANCE SMBET ACCOUNTS
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27 1820  SUPRORT PLANT 42200376
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0 1080 TRANSMISSION 60,008,737
31 1000  CABLE & WIRE FACILITIES 128,107,608
32 1670 INFORMATION ORIGINATION 5058854
AND TERMINATION EQUIPMENT
33 1680  AMORTIZABLE ASSETS 2,042,144
34 1680 TOTAL PLANT 278,988,470
OTHER INVESTMENTS
3 1705 OTHER JURISDICTIONAL ASSETS-NET
8 10 PROFERTY HELD-FUTURE USE 11,110
37 1720 PLANT UNDER CONSTRUCTION 4,384,100
3 1730 PLANT ACOUISITION ADJUSTMENTS 188,418
0 17 INVES) MENT-NONAFFILIATED oc, 0y
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@ 178  OTHER DEFERRED CHARGES 490812
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42 179  TOTAL OTHER INVESTMENTS 10,008,848
RERERVES
43 1820  AOCUMULATED DEPRECIATION 128,708,342
44 1830  ACCUMULATED AMORTIZATION 1,000,298
OCT 31 '96 11:58
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INTERSTATE
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